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| TODAY'S HIGHLIGHTS 





e@ CEPE's 1989 E&P budget slashed; added crude volumes 
expected to be offered to Korean firms. 


Thailand's cabinet approves drafts of new oil exploration 
and tax laws aimed at increasing production. 


Ultramar agrees to buy Union Pacific's refinery in 
California for $440—-million. 


Senate panel opens discussion of new South African 
sanctions; litle bipartisan support seen. 


Conoco, Total, citing ‘consumer demand,’ will 
ethanol for Colo. winter 'gas' market. 
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THAILAND CABINET APPROVES DRAFTS OF 
NEW LAWS DESIGNED TO BOOST PRODUCTION 





Bangkok 9/8--Thailand's cabinet has approved drafts of 
revised petroleum exploration and tax laws aimed at 
expanding the country's oil production (ON 8/25). 

There was no indication, however, on when the new laws 
will be officially adopted. Earlier, officials said they 
expected the changes to be passed quickly due to the 
inadequacy of present exploration levels. 

Among the new laws are provisions for progressive rates 
for royalties and other payments to the government, which 
are aimed at encouraging exploration. Furthermore, the 
changes are designed to accelerate E&P. 

The revisions are also aimed at giving the government 
better control of exploration concessionnaires, as well as 
establishing new principles governing the work of existing 
concessionnaires. 

Moreover, new petroleum income tax procedures are to 
be enacted. 


SUBROTO CALLS FOR CONTINUED CONSULTATIONS 
TO SOLVE CURRENT OIL MARKET DOWNTURN 





New York 9/8-—OPEC Secretary General Subroto has 
stressed the need for "intensive consultations'' among 
OPEC member countries, covering "negotiation and 
communication" via his office, OPEC News Agency reports. 

Subroto identified four areas in the current world market 
price slide that he said OPEC is working "very hard" to 
find solutions to: maintaining the agreed OPEC production 
ceiling, including production levels of Iran and Iraq 
preventing oversupply of OPEC crude; defining technical 
= such as condensates; and fine-tuning OPEC's pricing 
policy. 

He said his recent discussions with the Kuwaiti Oil 
Minister Ali Khalifa al-Sabah, for instance, covered these 
four areas. Subroto also said that further trips like the 
extended tour of OPEC countries that he's been embarked 
on would be undertaken if necessary, right up to the next 
scheduled ministerial conference in November. 

Addressing the contentious issue of Iranian and Iraqi 
production, Subroto said he had discovered that countries 
want to give priority to rebuilding their economies, for 
which they required revenue maximization. The choice was 
between "high price, low volume of production’ on the one 
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hand and "high volume, low price on the other, Opecna 


‘ quoted him as saying. Both countries preferred "high price, 


low volume of production," Subroto added. 

"From my discussions, | have the distinct impression 
that both countries feel the issue isn't parity, but the 
rebuilding of their economies," Subroto said. 

The next stage of his tour of OPEC and non—OPEC 
producing countries will entail a swing through Africa around 
the first two weeks of October. OPEC's African members 
are Algeria, Gabon, Libya and Nigeria, while non—OPEC 
African producers who attended the April OPEC/non—OPEC 
meeting in Vienna are Angola and Egypt. 


KOREAN FIRMS LIKELY PURCHASERS 
OF NEW ECUADORAN CRUDE SUPPLIES 





Quito 9/8--State CEPE's sales committee was 
scheduled to decide today the future placement of 37,000 
b/d that were previously being used to repay the 
emergency 12.5—million bb! oil loan from Venezuela (ON 7/ 
20). 

The decision wasn't available as of presstime, but an 
Energy Ministry spokesman told OILGRAM NEWS that this 
amount "will probably be offered first to Ecuador's Korean 
customers (Sunkyong, Golden Bell and Lucky Gold Star), 
who have previously expressed interest in increasing lifting 
volumes.! 

If such an agreement isn't reached with these buyers, 
CEPE would open an international round of bids under the 
long term contract mode using the usual crude price 
formula on the average of the last five days of Alaska 
North Slope crude minus a $1.34 freight charge. 

Meanwhile, President Rodrigo Borja ordered Ecuador's 
merchant marine to assume control of all sea oil terminals 
and patrol waterways to prevent fuel contraband to Peru 
and Colombia. No official figures exist, but Energy Ministry 
and CEPE sources believe that the volume of domestic fuel 
being smuggled out of the country could be as high as 
between 10% and 20%. 

New CEPE Budget Set 

Separately, Congress is expected to debate next week 
the call by five opposition deputies for the impeachment of 
Energy Minister Diego Tamariz. They're calling for his 
removal because of the recent rise in fuel prices (ON 9/1). 

Meanwhile, Tamariz announced that state CEPE's 
projected FY 1989 budget deficit will total 88-billion sucres 
($225.6—million at the new official exchange rate of 390 
sucres to the dollar). This is an increase of 62-billion 
sucres over the FY 1988 budget deficit of 22-billion. 

A financial rationalization program will be drawn up to 
replace the present law governing CEPE. Top priority will 
be given to maximum yield investments, while CEPE's 
exportation and production investment program will be 
reduced from 119-million to 90-million sucres, representing 
63% of total CEPE investments. 

Industrial expenditures will decrease from 65-million to 
15—million sucres (10% of total), transport and storage from 
41-million to 31-million sucres (22% of total), while other 
investments are allotted 8—million sucres (5%). 





OXY PUSHES PERU DEVELOPMENT; 
PETROPERU'S FINANCIAL WOES PERSIST 





Lima 9/8-—Occidental Petroleum is to go ahead with a 
$60-million project to drill 24 new development wells in its 
northern jungle block 1AB, and the company will also 
restart 30 out of its 90 producing wells closed down for 
lack of replacement parts. 

The initiative follows settlement with the government on 
a long-standing wrangle over fees and exchange rates (ON 
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3/22). Until July, Oxy was receiving an exchange rate for 
its production, sold under contract to state Petroperu, which 
was less than one-quarter that being received by most 
exporters, and less still than the bank rate. 

An agreement to pay Oxy at the going rate has been 
only partially successful, however, as Petroperu is seriously 
decapitalized following 2.5 years of tight government con— 
trols on retail gasoline prices, and is unable to pay Oxy 
the full amount, whatever the rate. 

The fees dispute involved output from Oxy's small sec- 
ondary development operation near Talara on the north 
coast. Oxy reached agreement with the government in 
1986 on the fee structure, but this was never ratified and 
is still bogged down in red tape in the comptroller general's 
office. 

import Woes 

Oxy officials say the company was being paid at half 
the contracted rate, and that by August it was owed $25- 
million. Other problems included a claim by the tax office 
for revenue on $835—million it says the company remitted 
illegally between 1979 and 1986. 

Abel Salinas, the then minister of energy who was re- 
placed at the beginning of the month in a cabinet reshuffle, 
said that this claim had been dropped, and that steps were 
to be taken to ratify the agreement on fees. 

Oil production in June feil to a new low of 134,500 b/d 
(ON 8/11). This takes average production for first-half 
1988 to 145,500 b/d, compared with 172,500 b/d in first- 
half 1987. The fall in production, which includes all fields, 
is because the current scarcity of dollars in Peru severely 
limits the importation of spare parts, as well as providing 
insufficient funds for exploration. 

Petroperu has imported 22,000 b/d of crude from Ecua—- 
dor since the beginning of the year, as well as 14,500 b/d 
of products. Imports in the first five months were valued 
at $93.6—million, compared with exports of $71.9-million, for 
a net loss of $21.7-million Exports included 375,000 bbi 
of crude and 6.2-million bbl of products shipped to the U.S. 
in May. 

It's not certain why Petroperu exported oil at a time 
when it was regularly importing oil, but industry sources 


Say that imports of higher quality oil from Ecuador probably 
covered refinery requirements, leaving a surplus of heavier 
oil for export. 


COLOMBIAN REBEL GROUP SAYS IT 
WILL RELEASE KIPNAPPED GEOLOGISTS 





Bogota 9/8-~A leftist rebel group responsible for re- 
peated oil pipeline bombings has promised to release five 
geologists kidnapped several weeks ago, a Catholic bishop 
intermediary said today. 

The National Liberation Army (ELN) told Bishop Dario 
Castrillon that four geologists from private coal company 
Carbones del Oriente and another with state Ingeominas 
would be freed this weekend in conjunction with the rebel 
group's promise to show the government a willingness to 
negotiate (ON 8/26). 

The guerrillas originally said they had kidnapped the 
geologists to interrogate them about foreign investment in 
Colombian coal fields and to demand that the government 
not raise gasoline prices the rest of the year. 

"in a demonstration of good will, the ELN has promised 
to release the geologists without conditions or demands," 
Bishop Castrillon said. 

Meanwhile, ELN, which declared a truce with the gov— 
ernment two months ago, apologized Sept. 7 for the "acci- 
dental" bombing the previous day of the Cano Limon- 
Covenas pipeline by an "out-of-control" faction of the 
group. 

ELN confirmed its wish to halt sabotage attempts on 
the pipeline as long as the government holds a series of 
talks with rebel groups, as announced by President Virgilio 
Barco last week. 

A renegade faction of ELN dynamited 10 meters of 
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pipeline Sept. 6 between the towns of Arauca and 
Esmerlada, causing a 10,000 bbl spill and putting the pipe- 
line out of order until this weekend, Ecopetrol officials said. 
Repair work is being complicated by recent torrential rains. 


DENMARK'S ENERGY TAXATION TO STAND FIRM 
DESPITE EC PUSH TOWARD HARMONIZATION 





Copenhagen 9/8-—Danish Energy Minister Jens Bilgrav— 


Nielsen said there will be no reduction in Danish energy 


taxes for the sake of harmonization with European Commu- 
nity levels (ON 7/7). 

If any harmonizing is to be done, it will have to be an 
increase in the EC level to that of Denmark's, he said at 
an energy report presentation here. 

Denmark maintains a floating energy tax on oil products 
that rises and falls to compensate for oil price changes 
and thus maintain a fairly stable retail price level. There 
are also taxes on other forms of energy apart from natural 
gas, which pays no energy excise in order to remain com- 
petitive in the retail energy market. There's been consid— 
erable criticism of this by Danish industry. 


PETROBRAS, ENAP INTEREST IN ARGENTINE 
OFFSHORE AREAS RAISES POLITICAL CRITICISM 





Buenos Aires 9/8—In its upcoming bidding round for 
exploration contracts for fields offshore Tierra del Fuego, 
Argentina won't show any favoritism toward Brazil's 
Petrobras or Empresa Nacional Petrolera (ENAP) of Chile, 
which have expressed interest in developing some of that 
region, according to Daniel Montamat, president of state 
Yacimientos Petroliferos Fiscales (YPF) (ON 5/13). 

Montamat told OILGRAM NEWS that Petrobras and Enap 
are interested in developing part of an oil field on the At- 
lantic Ocean side of the Strait of Magellan, which was 
abandoned by a Shell Capsa—led consortium in 1985. Con- 
firmation by YPF that both companies want to develop a 
region that is considered vital to Argentine national interest 
has unleashed a storm of criticism from Nationalists, Popu- 
lists and the opposition Peronist movement. 

In the past, Petrobras and Occidental Petroleum report- 
edly have also shown interest in E&P ventures in the Mal- 
vinas Basin, which includes territory within a 150 mi. exclu—- 
sion zone created by the UK around the disputed Falkland 
Islands. 

Montamat denied that Petrobras and Enap will be given 
a "direct award" of exploration rights for any offshore field 
without competitive bidding. Instead, the two companies will 
be invited to bid on the old Shell concession during a 
fourth bidding round, which is planned for October, he said. 

The fourth round has been delayed repeatedly this year 
because of disagreement among government and YPF offi- 
cials over the number of lease areas to be offered. YPF 
offered 91 areas during the first three rounds and has a 
minimum of 67 areas that could be offered in the fourth 
round. The fourth round won't be called until all risk con— 
tracts from earlier rounds are finalized with private bidders, 
Montamat said. 

Enap and YPF will also begin detailed analysis later this 
month for a proposed 775-835 km natural gas pipeline from 
Argentina's Loma de la Lata gasfields in Neuquen Province 
over the Andes to Santiago and possibly to other Chilean 
cities (ON 7/22), he added. 


OTTAWA EXPECTED TO GIVE FINANCIAL AID 
FOR B.C TO VANCOUVER IS. GAS PIPELINE 





Calgary 9/8--Ottawa soon will announce its financial aid 
plan for the C$250-million ViGas natural gas pipeline from 
the British Columbia mainland to Vancouver Is., according to 
industry sources (ON 2/10). 


B.C. Energy Minister Jack Davis has asked federal 
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energy Minister Marcel Masse to contribute up to 80% of 
the project costs. 

If agreement is reached soon, construction can start 
this fall and be completed in September 1990, said Ronald 
Rutherford, president of Pacific Coast Energy, which was 
selected by the B.C. government to build the gas line. 


_ CANADIAN PANEL RECOMMENDS LONG-TERM 
GAS PACTS FOR NON-INDUSTRIAL USERS 





Calgary 9/8--The Canadian Senate's Standing Commit- 
tee on Energy & Natural Resources has recommended that 
non-industrial users of natural gas be required to enter 
into long-term contracts to ensure adequate supplies. 

In a 62—page report released Sept. 7, the panel said 
"core'' market users—-residential, commercial and institu- 
tional consumers——should enter contracts for a minimum of 
10-yrs and that such contracts should be renewable. In- 
dustrial buyers, it added, should be able to switch to other 
energy sources and should be permitted to continue making 
short-term purchases. 

The committee warned that secure supplies for small 
consumers could become increasingly important as many 
U.S. buyers are contracting for Canadian supplies for up to 
20-yrs and, under terms of the U.S.—Canada free trade 
agreement, these consumers are guaranteed their current 
share of energy purchases even in the event of a shortage. 


ARGENTINE'S YPF FEARS $300-MILLION 
LOSS IF GOV'T GUTS ROYALTY SUBSIDIES 





Buenos Aires 9/8—-A government decision to end cash 
transfers that YPF used to partially cover its royalty pay— 
ments to oil producing provinces, will cost the state com— 
pany at least $300-million/yr, YPF president Daniel Gustavo 
Montamat claimed. 

The move was ordered by President Alfonsin to cut a 
Treasury deficit that bankers estimate at 9.5% of Argenti- 
na's $75-billion gross domestic product, more than twice 
the 3.9% target agreed for 1988 with the International Mon— 
etary Fund. 

As result of inflation caused by public overspending, 
private oil and petrochemicals executives have joined over— 
seas creditors in demanding that Alfonsin sharply curb the 
bloated public sector, including YPF. 

Since 1980, YPF has paid the provinces a royalty equiv— 
alent to 12% of the international crude reference price. 
YPF claims royalty payments remain linked to a $138/cu 
meters reference price agreed in 1986, even though world 
prices have fallen since then, while it obtains only $85/cu 
meters for internal crude sales because of price controls. 

The Treasury compensated YPF in part for this price 
difference, YPF president Montamat told OILGRAM NEWS in 
an interview. But, he complained, the government cut off 
compensatory financing without prior notice and without 
paying YPF $100-million in local currency equivalent in 
compensatory financing owed since March 1. 

Montamat said YPF is negotiating with the Energy Sec- 
retariat not to have the financing cutoff made retroactive 
to March, although he declined to forecast the outcome of 
these talks. YPF had an operating surplus of $18—million in 
the first half, Montamat said, before taxes and other ac— 
counting deductions. YPF had a $200-million operating loss 
in 1987, Montamat confirmed. 


SPAIN EXPECTS SECOND RECORD 
INCREASE IN PRODUCTS DEMAND 





Madrid 9/8--Spain will post a record increase in prod— 
ucts consumption for the second year in a row, the Energy 
Dept. said. 

Demand, which in 1987 grew by 44% to more than 36—- 
million tonnes, is estimated to increase 4.8% this year, 
according to the department. Fueling demand is the grow— 
ing economy, low crude prices and a weak U.S. dollar. 

The department expects LPG and automotive fuels to 
grow at a faster rate than last year, when high-octane 
gasoline rose by over 10% and gasoil gained by nearly %%. 
Fuel oil consumption, which rose marginally last year, is 
expected to fall further due to increased natural gas con— 
sumption. 

In a presentation to Parliament, the department ex-— 
pressed concern about the increase in demand for light 
ends and the accompanying fall in consumption of heavy 
products. 
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EC URGED TO IMPROVE UNLEADED 'GAS' SUPPLY 


No. 175 





Brussels 9/8--The European Community should take 
rapid action to improve distribution facilities for unleaded 
gasoline, according to Horst Seefeld, a West German So- 
cialist member of the Strasbourg European Parliament. 

Seefeld asked the EC Commission to improve supplies 
of unleaded gasoline at reasonable prices in countries such 
as France, Italy and Spain that receive a large number of 


_ tourists every year. 


Meanwhile, the European Environment Bureau has voiced 
strong opposition to the French government's refusal to 
agree to stricter EC-wide auto emission standards for 
smaller cars. The bureau, comprised of environmental or- 
ganizations within the EC, claims that the French position 
could harm the "image of the French car industry." 


ECUADOR'S ENERGY MINISTER DEFENDS FUEL 
PRICE HIKES; AUG. CRUDE AT $12.76/BBL 





Quito 9/8--Energy Minister Diego Tamariz, at a special 
congressional hearing, defended the recent increase in fuel 
prices as part of a special package of emergency economic 
measures undertaken by the Borja Administration to solve 
Ecuador's fiscal crisis. : 

According to Tamariz, speaking at a special congressional 
hearing Sept. 6, the measures were necessary because of 
"the country's general economic situation, the needs of 
Ecuador's impoverished classes, actual fuel production costs 
and a rigorous interpretation of the hydrocarbon law." 
Regular gasoline, which accounts for 90% of domestic con— 
sumption, was raised from 90 sucres to 180 (ON 9/1). 

Tamariz claimed the previous administration didn't raise 
fuel prices in proportion to the inflation rate, which was 
91% during the March 1987—July 1988 period. In this time, 
the exchange rate went from 150 sucres per dollar to be- 
tween 370.50 and 409.50. Refining costs rose by 170%, 
while freight rates from state CEPE's Amazonas and 
Esmeraldas refineries increased by 114% and distribution 
costs by 82%. 

The new fuel prices provide CEPE with a 24% profit 
margin, he said. Tamariz dismissed the possibility that 
prices would be increased further to meet World Bank rec— 
ommendations that regular gasoline sell at 320 sucres/gal. 

August Crude Price At $12.76/bbl 

Meanwhile, the average crude price in August fell to 
$12.76/bbl, a low for the 1988 year, according to ministry 
sources. This year's budget set crude prices at $17/bbl, 
and the difference in the current sale price reduces income 
by $665,000/d. Ecuador's foreign debt is now over $11- 
billion. 

Separately, Horacio Yepez, an electrical engineer, was 
named executive director of the Energy Institute (INE). 

In a recently released study, the INE said the oil sector 
grew by 6% in 1986 and made up 15.1% of the GNP. Oil 
earnings that year totaled 73.6—billion sucres, or 60.3% of 
all foreign exchange. CEPE's foreign debt totaled $321.1- 
million. 

Of proven crude reserves of 1.5—billion bbl, 96.84% were 
in production and 3.16% in "stand by" in January 1987, 
according to the study. 

It recommends drawing up a permanent inventory and oil 
database, stepping up the geological and geochemical explo— 
ration of secondary fields and the development of produc— 
tion camps, increasing secondary recuperation plans for the 
Auca, Cuyabeno, Libertador and Sansahuari fields, lowering 
field operating costs and establishing national private- 
sector companies for service contracting. 
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VELAYATI SAYS IRAN IS WILLING 
TO COMPROMISE, BUT IRAQ IMPEDES TALKS 





Geneva 9/8-—Iranian Foreign Minister Ali Akbar Velayati 
today placed the blame for the lack of progress in the UN- 
sponsored peace talks on Iraq by stating that Iran, unlike 
its adversary, has accepted compromise proposals put for- 

_ ward by the UN mediator to break the deadlocked talks. 
Velayati made his remarks at his first full press conference 
since talks opened two weeks ago (ON 9/8). 

In principle, "we accepted his compromise formula,” he 
said of proposals put forward by Swedish Ambassador Jan 
Eliasson, the UN mediator. Velayati characterized the pro- 
posals as "very reasonable and added that Iran had only 
"some small reservations" to them. 

His remarks followed by one day the admission by UN 
Secretary General Javier Perez de Cuellar, in Paris, that 
negotiations were blocked over Iraq's demand for guarantees 
on freedom of navigation and a rapid clearing of the Shatt- 
al-Arab waterway, before a troop withdrawal or any other 
issues can be discussed. 

The foreign ministers of Iran and iraq haven't met face 
to face since Aug. 26, but discussions among UN experts 
and technical advisors on both delegations have continued 
and were expected to continue on Sept. 9. 

1975 Accord Remains Obstacle 

Velayati accused Iraq of trying to "derail the discus— 
sions" by raising its preconditions. Iraq is demanding spe— 
cific assurances that its ships not be stopped or boarded 
by Iranian navy vessels. Velayati told reporters Iraq was 
merely "trying to use the talks to acquire unimpeded pas— 
sage through the territorial sea'' of Iran. 

Calling the Iraqi demands “artificial obstacles," Velayati 
hinted strongly that Iran wouldn't molest Iraqi shipping as 
soon as there was a troop withdrawal. Iran is "committed 
to comply with the relevant rules of international law with 
regard to freedom of navigation for neutral vessels, and at 
the same time comply with the relevant rules of interna— 
tional law with regard to other vessels,"' he said. 

As to Iraq's demand for guarantees on the rapid clearing 
of the Shatt al—Arab, Velayati said Iran had no objections 
to that. However, Iran believes the issue shouldn't be dis— 
cussed before a troop withdrawal to internationally recog— 
nized boundaries. 

Moreover, Velayati stressed Iran wanted any action in 
the Shatt al-Arab to be done in accordance with the 1975 
Algiers Accord, which split the sovereignty of the waterway 
between the two countries along the thalweg. iraq has 
renounced that treaty and claims full ownership of the es— 
tuary. 

Asked to characterize the role being played by Saudi 
envoy Prince Bandar bin—-Sultan, the Saudi ambassador to 
Washington, Velayati said he has had no contact with 
Bandar, who is thought to have come to Geneva to try to 
encourage the Iraqi's to help move the peace talks forward. 





International Items 





GREECE: Merchant Marine Minister Evangelos 
Yannopoulos says the death toll from the Greek tanker 
explosion Sept. 6 has mounted to three, with one missing 
and 20 injured {ON 9/7). Greek workmen are thought to 
have been using torches to clean ballast tanks on the 
Anagel Greatness when it exploded. Technical experts say 
the torches may have ignited explosive gases. Workers 
aren't authorized to use flames in repair works, and 
Yannopoulos has ordered an investigation be made into the 
cause of the disaster. The ship's captain and a repair 
technician are scheduled to appear before an investigating 
magistrate on charges of causing a shipwreck, multiple 
homicide through negligence and grievous bodily harm. 

os - oF 


JAPAN: The Ministry of Foreign Affairs will host a 
two-day international seminar here Sept. 26-27 to discuss 
the world energy security outlook after the Iran-Iraq War 
with a number U.S., UK and W. German analysts. 

> is * 

THAILAND: Gopher Oil (Gulf Exploration Consultants) 
plans to spud its first wildcat here by mid-September. 
Two wildcats are planned, both located in Gopher's GO-2 
onshore exploration concession of 7,596-sq—km in Thai- 
land's southern peninsula, covering Suratthani, Krabi and 
Nakhorn Sithammarat provinces. The first wildcat, 
’Khiansa-1, is targeted for a depth of 8,000 ft, and the 
second, Phunphin-1, to 6,000 ft. Gopher Oil acquired the 
concession, together with the 2840-sq—-km GO-1 conces— 
sion in northwest Thailand, in 1985 gn 
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| UNITED STATES 





SENATE PANEL DEBATES TOUGHER S. AFRICAN 
SANCTIONS; LITTLE BIPARTISAN SUPPORT SEEN 





Washington 9/88--While the Senate Foreign Relations 
Committee plans to vote next week on legislation imposing 


. tough new economic sanctions against South Africa, today's 


opening committee meeting on the bill indicated that the 
measure will receive little bipartisan support. 

The bill includes language that would require U.S. com- 
panies to divest their South African holdings and would bar 
domestic oil and gas leases to U.S. entities controlled by, 
or under common control of, any foreign person or entity 
that purchases, acquires, owns or holds investments in 
South Africa or exports crude or products directly or indi- 
rectly to South Africa (ON 9/8). 

Sen. Kassebaum (R-KS) said that if she felt the cur- 
rent bill "would bring an end to apartheid, | would support 
it." Instead, the legislation "would create havoc ... and 
does a disservice to all," she added. 

"| never felt it was wise to bring South Africa to its 
knees,'' Kassebaum told the committee. She said the Rea- 
gan Administration "has evolved comprehensive policy that 
has a chance for success." For any policy to succeed, 
Kassebaum said, there needs to be a "strong bipartisan 
initiative." 

Sen. Lugar (R-IN), who supported a South African 
sanctions bill in 1986, said the current proposal would rob 
the U.S. of any leverage it has to pressure South Africa to 
end its apartheid system. 

"At this moment, to go into a total disruption of busi— 
ness in South Africa doesn't benefit us or them and gives 
up a great deal of leverage," Lugar said. 

The new president "will have to face this issue, and to 
put total or considerable limits on all activities in South 
Africa will put a tremendous burden on the new president." 

President Reagan is considered highly likely to veto the 
bili should Congress pass it in anything like its present 
form. 


ULTRAMAR AGREES TO BUY UNION PACIFIC'S 
CALIF. REFINERY FOR $440-MILLION 





New York 9/8-——Ultramar plc, through its subsidiary 
Beacon Oil Co., has agreed to buy Union Pacific Resources! 
Wilmington, Cal., refinery for $440—million, the company said 
today. 

The companies said in a statement that the sale is 
expected to close before year-end. 

The refinery, which produces about 100,000 b/d of un- 
leaded gasoline, diesel fuel and other products, sells this 
material mainly to independent marketers in California, Ne- 
vada and Arizona. Ultramar is expected to continue to 
serve these markets, the statement said. 

In addition to selling the refinery, Union Pacific (Union 
Pacific Corp.) is evaluating bids on its 250-mi. pipeline that 
runs from California to Las Vegas. A company spokesman 
declined to provide futher information on this potential sale. 

The spokesman said Union Pacific may use the assets 
from the refinery sale to make acquisitions supporting its 
other operations. 

In order to help finance the deal, the London-based 
Ultramar is making a 6—-for-25 rights issue, at 200 pence/ 
share, and Sir Ron Brierley, who holds 13.7% of Ultramar, 
has undertaken to subscribe in full to his entitlements. 

London oil analysts' reaction to the deal was mixed. 
The downside is that the purchase adds to Ultramar's debts 
and liabilities, currently estimated at around 750-million 
pounds sterling, according to analysts at James Capel. 
Ultramar has just spent 110—million pounds sterling buying 
Blackfriars Oil & Gas. As a result, the company's gearing 
will rise, but the company doesn't seem concerned about 
this currently, industry sources say. 

The benefits of the deal to Ultramar, however, are two- 
fold, analysts said. The refinery gives the company the 
100,000 b/d capacity in an area where gasoline demand is 
likely to rise above the average. It also gives the company 
"an immediate strong cash flow," which Ultramar hopes will 
help offset some of the expenditure. Analysts are uncer- 
tain of its downstream profitability. 

The other benefit of the deal is that it may make 
Ultramar less attractive as a takeover proposition. Any 
company ee ig a move would now have to, ac— 


i 





Platt's OILGRAM 


r= 9, 1988 


Page 5 





PRINCIPAL DATA OF API'S WEEKLY STATISTICAL SUMMARY OF U.S. OPERATIONS 





PROCESSING 


(Stocks figures in thous. bbl-—all others in b/d) 


STOCKS 





Weeks Ref'y 


Mogas No Jet 
Ended Input 


Lead* Kero 


Distil- 
late Resid. 


Crude 


Mogas No Jet _—Distil- Unfin. 





: Dist. 1 
9/2788 1,743 628 71 413 156 
8/26/88 1,682 651 86 393 148 
Dist. 2 
9/2788 3,372 
8/26/88 3,174 
Dist. 3 
9/2788 6,783 2,834 598 1,272 
8/26/88 6,766 2,697 553 1,278 
Dist. 4 
9/2788 525 182 3 137 11 
8/26/88 526 172 32 116 11 
Dist. 5 
9/2788 2,817 957 341 466 374 
8/26/88 2,841 922 303 451 361 
Total U.S. 
9/2783 15,240 
8/26/88 14,989 


1,471 170 = 652 68 
1,503 167 —s« 681 58 


6,072 1,210 2,940 
5,945 1,141 2,919 





16 ,869 
16,167 


68,384 
73,498 


283 158,246 
277 161,577 


11,775 
11,718 


73 ,665 
72,337r 


892 328,939 216,794 
855 335,297r 215 451 
(*) Finished ‘unleaded—~includes only unleaded shipped from refineries. (r) Revised. 


Total Lead* Kero late Resid. Oils 


59 ,693 
59,707 


44,767 
44,777 


9,283 
10,247 


48,859 15,193 
47,281r 15,097r 


13,561 
14,012 


61,073 
60,950 


38,421 
38 ,007 


7,578 
7,499 


31,221 
29 ,836 


3,878 
3,998 


15,653 
15,948 


61,708 
61 ,695 


36 ,500 
36 ,478 


15,396 
14,467 


29 ,373 
29 ,290 


12,386 
11,788 


52,142 
50,110 


5,948 
5,745 


2,427 945 
2,260 841 


2,992 535 
3,071 533 


1,928 
1,911 


28 ,372 
27,354 


14,918 
13 ,466 


7,199 
6,840 


11,405 
10,643 


6,808 
7,082 


2B ,557 
28 ,313r 


137 ,033 
134 ,988 


40 ,401 
39,894 


123,850 38,800 111,841 
120,121r 38,499r 110,294r 








cept that with a "takeout" price estimated at 350-million 
pounds sterling, along with the increased liability, the cost 
would be somewhere approaching 1-billion pounds sterling, 
analysts said. 

In addition, Ultramar has successfully adopted a fourth 
leg to its businesses, making a potential predator harder to 
envisage. Ultramar has upstream interests in the North 
Sea (including Blackfriars), gas E&P in Indonesia and down— 
stream activities in Canada. It has now added the Califor— 
nia refining assets, and analysts suggest that any potential 
predator would want to divest some of these operations. 

But for Ultramar, the diversification is seen as a "trying 
to balance things out!’ The company's core business is 
oil, and it is more driven by the "strategic imperatives" of 
the oil industry than by short-term factors, Jim Joseph, 
analyst with James Capel, said. 

The stock market, however, took a dim view of the deal 
today. Ultramar's share price fell from last night's close 
of 244 pence to 212 pence today. 


HOUSE APPROVES CONFERENCE BILL IMPOSING 
MORATORIA ON ALL OR PART OF 3 OCS SALES 





Washington 9/8-—The House by a 359-45 vote approved 
the conference report on the Interior Appropriations bill. 

The bill contains provisions imposing moratoria on all or 
part of three OCS lease sales in FY 1989, and Interior 
Secretary Hodel has said he would recommend a veto. 
However, the conferees reached an agreement on clean coal 
technology that was acceptable to the Administration, and a 
spokesman for the Office of Management and Budget indi- 
cated that Administration might be able to "live with" the 
moratoria language. 

An OMB spokesman said a final decison hasn't been 
made. 

Rep. Regula (R-PA), who was the bill's floor manager 
for the Republicans, suggested there would be no veto. 

"We have no letter from the Administration," Regula told 
the House. "This is almost a first. ... We take it from 
that there is generally support from downtown (the White 
House)."' 


CONOCO, TOTAL IN CHANGE OF HEART 
TO MAKE ETHANOL FOR COLO. WINTER MARKET 





Denver 9/8-—Colorado's two major refiners, Conoco and 
Total Petroleum, reversed their last year's stance and will 
manufacture gasohol (10% ethanol, 90% gasoline) during the 
state's mandated high—-oxygen fuels program this winter, 
which runs from Nov. 1 to March 1. 

The major oil companies last winter refused to sell the 
ethanol blend under their brand names and offered instead 
Mtbe—enhanced gasoline (ON 3/2). The companies said 
then the ethanol fuel may cause engine problems and that 
~ wouldn't mix satisfactorily with Mtbe fuels in their pipe— 

nes. 

A Conoco spokesman, in announcing the change, said, 
"Last year, there were a lot of questions on what fuels 


q 


would be acceptable to consumers. This year, we have 
time and experience behind us. It's a natural evolution, a 
result of consumer demand last year." Colorado began 
during the higher pollution months last year to require the 
use of high-oxygen fuels in motor vehicles along the Front 
Range, which includes Denver, Colorado Springs, Fort Collins 
and Boulder, among the larger cities. 

The Colorado Health Dept., plus state and city environ— 
mental agencies have favored the use of gasohol because 
they say it reduces carbon monoxide emissions from motor 
vehicles by 8-10% as compared with a 6-7% reduction by 
the Mtbe blend (ON 3/30). 

The actions of Conoco and Total Petroleum were praised 
by Gov. Romer who said, "This is good for the air and 
good for customers because they can choose their fuel.!" 
Ethanol blended gasoline wasn't widely available in the af- 
fected region last year. 

Conoco also announced it will switch to natural gas for 
fueling its refinery during the high pollution winter months 
and will market a less—polluting diesel fuel to corporate 
customers such as the Regional Transportation District, 
which provides mass transit in the region. 


SLIM CHANCE FOR ANWR LEGISLATIVE ACTION 
SEEN FOR CURRENT CONGRESSIONAL SESSION 





Washington 9/8——An aide to the House Interior Water 
subcommittee, which has jurisdiction over oil and natural 
gas leasing in the Arctic National Wildlife Refuge, said 
there's virtually no chance of further action on ANWR this 
session. 

"We have no intention of scheduling any markup on 
ANWR legislation," the aide said. 

He allowed for the "theoretical possibility’ of House 
action should the Senate move on legislation approved by 
the Senate Energy Committee to open ANWR. But, he told 
OILGRAM NEWS, "It seems to be the consensus that 
there's a lot of controversial issues on both (Senate and 
House) agendas, and this (ANWR) isn't one that will get 
resolved this year." 


AMOCO, PARTNERS BEGIN DRILLING OFF ALASKA 





Chicago 9/8-—Amoco Production Co., operator, and eight 
partners began drilling the OCS-Y-0917 No. 1 Belcher 
prospect about 50 mi. northeast of the village of Kaktovik 
in the eastern Beaufort Sea off Alaska on Sept. 6, the 
company said. 

The Belcher Prospect will be drilled to a depth of 13,000 
ft in about 160 ft of water, it added. Drilling and testing 
are expected to take about 70 days. The well will be 
drilled by Beaudril's Kulluk, an ice-class drilling unit that 
will be supported by three of Beaudril's icebreaking supply 
vessels. 

Other companies holding working interests in the project 
are Shell Western E&P Inc., Gulf Canada Petroleum inc., 
Texaco Production, Unocal Corp., Conoco Inc., Murphy Oil 
USA Inc., Pennzoil Exploration & Production Co., and ve 
Aquitaine Inc. ' 
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GAS,’ DISTILLATE STOCKS BUILD, CRUDE 
INVENTORIES FALL; REFINERY RUNS AT 89.4% 





New York 9/8--For the sixth consecutive week total 
U.S. gasoline stocks increased, running counter to seasonal 
trends, while gasoline manufacture also gained and Imports 
fell, according to the weekly statistical summary of the 
American Petroleum Institute for the week ended Sept. 2. 

Total gasoline stocks gained by 1.34—milllon bbl to 
216.8-million from a week ago, but were still 7.5=million bbl 
less than the previous year Unleaded gasoline stocks 
gained by 2.04—million bbi to 137-million for the week, and 
were up by 4.5-milllon bbl from a year ago. 

Refinery utilization was up sharply at 89.4% against 88% 
a week ago and 85.9% In the year-ago period As a result, 
gasoline output climbed by 128,000 b/d to 74~million 
for the week, while output was up 506,000 b/d from a 
ear yy Unleaded output, at 6.)-million 6/d, gained 
L700 /d for the week and 836,000 b/d for the year. 

Imports of gasoline fell by 187,000 b/d to 410,000 in the 
reporting week and were 96,000 b/d below last year. Like- 
wise, unleaded "gas" imports dropped 166,000 b/d for the 
week and were 86,000 b/d below levels of a year ago. 

After a drop the previous week, distillate stocks gained 
by 33.7-milfion bbl to 123.8-mililon for the week, while on 
the year stocks were up 330,000 bbi. Distillate output 
was also up slightly, posting a gain of 21,000 b/d to 2.9- 
Mililon in the reporting week, and was up 241,000 b/d from 
a year aga Imports of distillate rose by 122,000 b/d for 


the week. 

Crude stocks fell by 64—million bb! to 328.9-million for 
the week and were 5.7-million boi lower than a year ago. 
Imports of crude also fell for the week, dropping by 163,000 
b/d to 5.2-million, while a year ago imports levels were 
higher by 361,000 b/d 

Following are the principal data from API's weekly sta- 
tistical summary of U.S, operations for the weeks ending 
Sept. 2 and Aug, 26 and the corresponding week last year 
(stocks in thous. bbi; all others in thous. b/d); 


Week Endin 
REFINING 


Total Inputs 
Gasoline (total!) 
Gasoline ————ia 5,945 
Jet Kerosine 1,141 
Dist! llates 2,919 
Resi dua! 

% Uti lization 


14,989 
7,271 


Gasoline (total) 
Gasoline (un! eaded) 
Distillates 
Resi dual 
Unfinished Ot Is 
Other Products 
STOCKS 
Crude* 
Gasoline (total) 
Gasoline (unleaded) 
Jet Kerosine 40,401 
Distiflates 123 ,850 
Res i dua! 38, 800 
Unfinished Otis 111,841 __ - 
*) Alaskan Waterborne Crude: 
¢) 17,935. (r) Revised. 


137 ,033 


UNOCAL CANADA DEVELOPING OIL=COAL 
SLURRY TO MOVE LATTER TO GREAT LAKES 





Denver 9/8-~-Existing crude pipelines would be used to 
ship low sulfur western Canadian coal to electric utilities 
around the Great Lakes under a project being developed by 
Unocal Canada Ltd gee Corp. 

The technology for the 50-50 slurry of light ol! and 

Iverized coal has been perfected at Unocal's Fred L. 

artley Research Center in Brea, Calif. Work is in 
progress on the oll—coal separation method and "we antlici- 
pate no problem," said Ted Frankiewicz, head of the re- 
search project. "We'll use a mechanical separation process, 
such as centrifuging, followed by a secondary oll recovery 
step, which will be proprietary. Using these steps, we hope 

+ to recover up to 98% of the ofl from the coal.'! 

”, The first demonstration of the oll/coal slurry Is planned 
at swo large thermal plants operated by Ontario Hydro, a 


publicly-owned utility. Ontario hag used some smail 
amounts of western Canadian co the 4,000 Mw 
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Nanticoke station at Port Dover and the 2,000 Mw Lambton 
plant neat Sarnia. Frankiewicz sald Unocal hopes to finish 
the demonstration project In the early 1990s "when Ontario 
Hydro will be making decisions on coal supply." 
Market Expansion Envisioned 

But Unocal Canada and other Alberta coal producers, 
currently suffering from overcapacity, are looking beyond 
Ontario Hydro for the oll/coal slurry market. Besides the 
Nanticoke and Lambton generating stations, Ontario Hydro 
has eight other coal-fired plants, and "there's even a big- 
ger market for the utilities accessible off of the Great 
Lakes, like Chicago, Detroit, Pittsburgh and other ma) 
cities," Glen Perry, business development manager 
Unocal, sald 

Perry sald economic studies show oll pipelines can de=- 
liver coal 2,000 mi. to eastern Canadian utilities, and others 
located around the Great Lakes, for a savings of from $10 
to $15 per ton under rail rates. He sald there's "plenty of 
capacity’ In the oll pipelines from western Canada 1- 
million tons of coal In the oll slurry would represent only 
1% of the crude throughput In the pipelines, Perry said 

He belleves the project will result In an increase of 
western Canadian coal sales by a minimums 5- to 10-million 
t/yre He said mines in the western provinces are exporting 
about 8-million t/yr, "and this could easily double if we 
can bring transportation costs down on the order we think 
we can,!! : 

Unocal Canada jaunched the project In March 1987 and 
Is paying all associated costs. However, a 50% contribution 
from the Alberta/Canada —— Resources F adminis - 
tered by the Alberta Office of Coal Research & Technology, 
will help defray the company's expenses. 


OKLA. PANEL BACKS GAS UTILITY APPEAL 
OF TOTAL REFINERY'S PURCHASE PLANS 








Oklahoma City 9/8--The Oklahoma Corporation Com- 
mission ruled Sept. 7 that Total Petroleum inc.'s Ardmore 
refinery must purchase all of its natural gas from Oklaho- 
ma Natural Gas Co. or face a cutoff from ONG within five 
days. 

In a two=to-one vote, commissioners James Townsend 
and Norma Eagleton sald Total would be In control of Its 
own destiny under the order (ON 8/18). 

ONG had protested to the agency Total's purchase of 
gas from another source despite a contract with the gas 
utility requiring the gefinery buy all of Its gas from ONG 
Total officals sald they never intended ONG to be the sole 
source provider of the gas, and earller this year bullt gas 
gathering lines to a nearby gasfleld 

Dissenting commissioner Bob Hopkins sald he disagreed 
with the majority vote because It may jeopardize the safety 
and more than 200 jobs at the refinery. 





NYMEX CRUDE FUTURES DAILY REPORT 

ow utures prices on the New York 
Mercantile Exchange closed up 32 cts on the spot 
month today, while forward months rose between 18- 
28 cts vs Sept. 7, 

The settlement prices (S.P.) are officiah Volume 
figures are estimates. All figures are of crude fu- 
tures contracts for the four nearest open trading 
months. The benchmark crude on the Exchange Is 
West Texas Intermediate Following are such data 
for October-january: 

Oct. Nov. 
314.45 | 514.45 
21,982 37,765 


8s, _jan. 
$14.46 $14.52 
11,969  $,919 


5.P. 
Vol. 














j WILDCATTING IN THE NEWS i 





NIGERIA; Elf Nigeria Ltd announced an oli discovery on 
Its mining lleense 58 in the southeastern part of the coun= 
try. The new well, Olo-1, located near Elele town In the 
iIkwere-Etche area of Rivers State, tested on three differ=- 
ent zones with oll flowing at a rate of 1,250—2,850 b/d on 
< 32/64—in. choke. 


MANAGEMENT MOVES 





Petroperu: jaysuno Abramovich, president of the state 
oll” company, resigned No successor was immediately 
named 
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